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International Congress of 
Accountants, 1929 


A committee of the American Institute 
i of Accountants to make arrangements for 
/an international congress of accountants, 
'to be held in the United States in 1929, 
‘has been appointed of the executive com- 
mittee of the Institute in accordance with 
instructions of the council. The personnel 
of the committee is as follows: 


F. H. Hurdman, New York, chairman 
George Armistead, Texas 
Arthur H. Carter, New York 

A. S. Fedde, New York 

Lewis G. Fisher, Rhode Island 
Edward E. Gore, Illinois 

James Hall, New York 

Elmer L. Hatter, Maryland 

W. P. Hilton, Virginia 

James S. Matteson, Minnesota 
James M. McConahey, Washington 
R. H. Montgomery, New York 
Carl H. Nau, Ohio 

A. P. Richardson, New Jersey 
John R. Ruckstell, California 

J. E. Sterrett, New York 
Arthur W. Teele, New York 

E. H. Wagner, Missouri 

C. O. Wellington, Massachusetts 
Charles E. Wermuth, Louisiana 
George Wilkinson, Pennsylvania 
William H. West, New York 


The committee will hold its first meeting 


at the Chamber of Commerce of the United 
' States of America, Washington, D. C., on 


| Friday, December 30th. Other accountancy 
_ organizations have been invited to appoint 


| committees to codperate with the Institute’s 


' committee and such committees have been 


appointed by several state societies, by the 
National Association of Cost Accountants 


and by the American Association of Univer- 
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sity Instructors in Accounting. Other organ- 
izations which have been invited have signi- 
fied their intention of appointing committees 
in the near future. All coéperating com- 
mittees have been invited to meet with the 
Institute’s committee on December 30th. 


Bureau for Placements to Be Self- 
Supporting 
The special committee for placements of 
the American Institute of Accountants has 
decided that after January 1, 1928, a charge 


of $50 will be made to accounting firms for 
each applicant who is employed through the 
bureau for placements. The bureau, which 
has been in operation for 20 months, shows 
an excellent record of achievement, having 
placed 66 college graduates with 31 account- 
ing 
Until this time the bureau has been 
supported by voluntary subscriptions from 
firms which have obtained men through it 
or have been interested in its work as an 
advantage to the profession generally. 
Some of these contributions have been most 
generous, often being proportionately far 
in excess of the direct benefits the firms 
have derived from the bureau’s services. 
It is felt that the bureau’s work is one of 
real value. It undertakes to interest college 
students of the highest type in accountancy 
as a career, through distribution of literature, 
by personal contact with professors and 
students and by correspondence. Relations 
are at present maintained with 141 colleges 
and universities in all parts of the country. 
The record of each applicant to the bureau 
is subjected to rigorous examination, and 
no applicant is sent to an accounting firm 
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unless his scholastic accomplishments, per- 
sonality and general ability appear to con- 
form with the standard believed necessary 
for success in accountancy. It is thought, 
therefore, that the bureau’s process of 
selection is sufficiently helpful to warrant 
a contribution to its expenses by each firm 
which employs an applicant. 


Bankers Suggest Revision of Federal 
Reserve Pamphlet 


At the annual meeting of the Robert 
Morris Associates, at Wernersville, Pennsyl- 
vania, October 4th, the following resolution 
was introduced and unanimously adopted: 

“There is constantly brought home to the Robert 
Morris Associates the very real service performed 
by the federal reserve board for accountants, busi- 
ness men and bankers in the publication several 
years ago of the pamphlet, Approved Methods for 
the Preparation of Balance-sheet Statements. It 
has helped to standardize accounting methods, given 
business an accurate view of its own operation and 
enabled it to present the facts in a more intelligent 
manner to its bankers. There have been many 
changes in business practices since the first issue and 
we believe that the good work already done would 
be augmented by adequate revision in the light of 
present-day knowledge. We believe also that in 
any such revision the American Institute of Ac- 
countants should have an important part. It 
is therefore resolved that the federal reserve board 
be urged to revise this pamphlet and to consult 
with. the American Institute of Accountants to 
effect the most efficient result.” 


American Institute of Accountants 
NORTHERN OHIO CHAPTER 


A special meeting of the members of the 
Northern Ohio chapter of the American 
Institute of Accountants was held November 
30th, at Cleveland, Ohio. The chapter was 
the guest of the Cleveland chapter of the 
Robert Morris Associates. Twenty-eight 
persons were present. William B. Camp- 
bell, chairman of the committee on co- 
operation with bankers of the American 
Institute of Accountants, was the principal 
speaker of the evening. He spoke at length 
of the work of the American Institute 
committee in codperating with the Robert 
Morris Associates and his address was 
followed by extended discussion. Mr. 
Campbell’s paper will appear in The Journal 
of Accountancy for January, 1928. 

Announcement was made during the 
meeting that the Robert Morris Associates 
had appointed a local committee on co- 


operation with accountants which would 
meet with a similar committee of the 
Institute chapter in the near future. 


American Association of University 
Instructors in Accounting 


The twelfth annual meeting of the 
American Association of University In- 
structors in Accounting will be held at 
Washington, D. C., December 28th and 
29th. Headquarters will be at the Raleigh 
hotel. The session of the morning of the 
29th will be held in conjunction with the 
American Association of Collegiate Schools 
of Business. 

The complete programme of the ac- 
countancy instructors’ meeting is as follows: 


Programme 


Wednesday, December 28, 1927 
Morning session, 9a.m. Oak Room 

Classification of accounting services, John R. 
Wildman 

Some problems of property accounting, David 
Himmelblau, Northwestern University 

The limitations of financial and operating ratios, 
William A. Paton, University of Michigan 

Section 220—should corporations worry? James 
L. Dohr, Columbia University 

The next decade in accounting, S. G. Winter, 
University of Iowa 


Afternoon session, 2 p.m. Oak Room 


General topic: The income-tax law. 

G. H. Newlove, Johns Hopkins University, 
presiding. 

Administrative aspects, C. B. Allen, deputy 
commissioner 

Collection aspects, H. F. Mires, deputy com- 
missioner 

Legal aspects, A. R. Marrs, member special 
advisory committee 

Accounting aspects, J. K. Moyer, chairman, 
special advisory committee 

Statistical aspects, Edward White, chief, sta- 
tistical section 

Engineering aspects, John A. Grimes, valuation 
engineer 

Pedagogical aspects, J. W. Beers, chief, train- 
ing section 

Evening session: annual banquet, 7 p.m. Oak 

Room 

Some recreations of an accountant, Henry 
Rand Hatfield, University of California 

Reports of committees 

General business session 


Thursday, December 29, 1927 
Morning session: Joint session with American 
Association of Collegiate Schools of Business, 
lla.m. Harrington hotel ball room 
Discussion on general topic: The place of ac- 
counting in the commerce curriculum. 


Th ome bee 
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by W. R. Gray, Dartmouth College, John 
T. Madden, New York University, and 
R. A. Stevenson, University of Minnesota. 


Afternoon session, 2 p.m. Oak Room, Raleigh 
hotel 


Accounting education, E. P. Moxey, Jr., Uni- 
versity of Pennsylvania 

Coérdination of the business administration 
curriculum through controllership, C. F. 
Lay, University of Texas 

The effect of the high-school commercial cur- 
riculum on university accounting courses, 
A. L. Prickett, Indiana University 

The place of accounting in the college curricu- 
lum, W. J. Goggin, Boston University 

Election of officers 


The present officers of the association are: 
President, W. S. Krebs, Washington 
University; vice-presidents, J. Hugh Jack- 
son, Stanford University, David Himmel- 
blau, Northwestern University, and A. H. 
Rosenkampff, New York University; secre- 
tary-treasurer, Howard C. Greer, Ohio 
State University. 


National Chamber Proposes Tax 
Changes 


A memorandum of conclusions of the 
committee on taxation of the United States 
Chamber of Commerce with respect to 
administrative changes in the federal tax 
laws was presented before the ways and 
means committee of congress on November 
1, 1927, by Edward E. Gore, who is a 
member of the chamber’s taxation com- 
mittee. The changes recommended by the 
Chamber of Commerce of the United States 
do not represent all the changes which it 
believes necessary or desirable, but represent 
such changes as it felt might reasonably 
be expected from the work of the present 
session of congress. The chamber expects 
to make further representations to congress 
with respect to the administrative phases of 
the revenue law when the comprehensive 
revision of that act, expected to be effected 
in 1929, is under way. 

The text of the memorandum submitted 
iast month is as follows: 

COMMITTEE ON FEDERAL TAXATION 
Draft of conclusions 
Simplification of form of statute 

The committee believes that the present revenue 
act can be materially clarified and simplified by 

1. A rearrangement of the sections of the statute, 


placing those of interest to the great majority of 
taxpayers in juxtaposition in the first part of the 


statute followed by the specialized provisions which 
concern only a limited number of taxpayers. 

2. Segregating under one heading all provisions 
appertaining to a particular topic (as, for example, 
provisions regarding interest on under-payments 
now scattered through the statute). 

3. The elimination as far as possible of cross 
references in the body of the statute. 

4. Segregation and codification of the adminis- 
trative sections of the statute. 

5. In general, simplification of the language and 
phraseology of the statute. 


Release of federal liens 


That provision should be made whereby federal 
tax liens may be released by the filing of a bond 
or other satisfactory means of protecting the 
government’s interest. 


Bankers’ acceptances 


The present provision of the statute exempting 
from taxation interest accruing to non-resident 
aliens or foreign corporations on bank deposits 
should be extended to include gain or income arising 
from the purchase and sale of bankers’ acceptances 
and other short-time commercial paper in this coun- 


try. 
Interest provisions 


That provision should be made whereby interest 
on refunds to the taxpayer will be computed and 
paid to the date of the payment of the refund. 


Closing tax cases 


That provision should be made whereby tax 
cases are automatically and finally closed at. the 
expiration of one year after the time of filing the 
returns, unless within this time the taxpayer is 
notified that his report as filed is held for further 
examination. 


Statutory time limit 


The present statutory period of limitation of three 
years on tax cases should be shortened to two years. 


Corporations supervised by the interstate commerce 
commission 


Corporations whose accounting systems are pre- 
scribed by the interstate commerce commission 
should be allowed to compute their income for 
federal tax purposes on the basis of this prescribed 
system of accounting. 


International double taxation 


By statutory provisions the proper federal au- 
thorities should be authorized to negotiate con- 
ventions on a reciprocal basis with foreign coun- 
tries designed to relieve multiple taxation resulting 
from international transactions which may be 
subject to the taxing jurisdiction of two or more 
countries. 


Donations by corporations 


Under reasonable restrictions corporations and 
partnerships should be given permission, similar 
to the permission now given to individuals, to 
deduct contributions to public, charitable, educa- 
tional or philanthropic enterprises. 
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Real estate 


The peculiar questions arising in the real-estate 
business should be adequately recognized and 
provision made for the equitable taxation of income 
from coéperative apartments, profits arising from 
subdivision sales and from the deferred sales of real 
estate not on the instalment plan, as well as those 
arising from instalment sales. 


Earned income 


1. That the credit for earned income should be 
applicable to all such income irrespective of the 
amount. 

2. That the present method of computing the 
credit for earned income should be simplified. 


Commission to close up delayed cases 


That a special commission be created with ample 
power and facilities to expedite the final determina- 
tion of intricate and delayed tax cases now pending 
in the bureau of internal revenue. 

(Note: In the argument it can be brought out 
that this commission might be organized within the 
bureau from the personnel of the bureau. If, 
however, it is not deemed advisable to organize the 
commission from within the bureau, or if a com- 
mission is thus organized and proves ineffective, 
then the commission should be made up of members 
appointed from without the bureau.) 


Claims against transferred assets 

If this section is to be retained, the committee 
recommends that: 

1. In the absence of fraud, the tax liability of a 
“transferee,’’ under section 280 of the revenue 
act, should be limited to that proportion of the 
total tax which corresponds to the transferee’s 
share of, or interest in, the total property of the 
taxpayer. 

2. The burden of proof should rest upon the 
government, including proof of the amount of tax, 
and the liability of the “‘transferee.”’ 


Basis of gain or loss on sales by executors (section 219) 


While the federal estate tax is in effect, the basis 
for the computation of gain or loss in case of the 
sale of property of an estate should be the fair mar- 
ket value of the property as at the time of the 
decedent’s death. 


Instalment selling 


1. That legislation should be adopted which 
will validate all returns of profits arising from 
instalment selling which were made in accordance 
with regulations existing at the time such returns 
were made. 

2. That in the case of instalment dealers chang- 
ing from the accrual to the instalment method of 
accounting, congress should provide an equitable 
method of changing from the old to the new basis of 
computing taxable income. 


Evasion of surtaxes by incorporation 


That in view of its ambiguity, the difficulties in- 
volved in its administration, its ineffectiveness and 
its doubtful constitutionality, section 220 of the 
statute should be repealed. 


Bureau of internal revenue 


1. That the offices of the collectors of internal 
revenue and those of revenue agents be combined. 
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2. That the work of the bureau be still further 
decentralized. 

3. That all employees engaged in the application 
of the tax laws be placed in the classified civil 
service, the interests of those employees not now 
in the classified service being given due considera- 
tion and protection. 

4. Salaries, promotion and organization of work 
within the bureau should be such as to place em- 
ployment therein on a career or professional basis. 

5. New employees should be recruited from a 
class possessing high general qualifications who 
would be capable of filling the higher positions after 
experience and training in the bureau. 


State Legislation for Accountancy 


Following is the text of remarks by Lewis 
G. Fisher, chairman of the committee on 
state legislation of the American Institute 
of Accountants, at a meeting of the Society 
of Certified Public Accountants of the State 
of New Jersey, held at Newark, November 
29, 1927: 


In attempting to present the views of the Ameri- 
can Institute of Accountants in regard to state 
legislation, I find it somewhat difficult to distinguish 
between my own opinions and those views which 
have received the approval of the Institute. I 
shall, however, attempt to avoid giving expression 
of those views which have definitely been disap- 
proved by the Institute. 

The preparation of a model C. P. A. bill was for 
some years the subject of no little investigation and 
research by the Institute committee on state 
legislation, with a view to getting as far as possible a 
consensus of opinion of the accountants in the 
various states on this subject. Upon receiving my 
appointment as a member of this committee, | 
found that the chairman of the previous committee 
had collected a large amount of data bearing on this 
subject, which he had condensed and submitted to 
the council in his report of the work of his committee. 
The committee, of which I was a member, then 
undertook to prepare from this data a bill which 
might be passed upon by the Institute, and if 
approved, become available as a model for the 
preparation of C. P. A. legislation in the various 
states. In preparing this bill the committee made 
use of the opinions expressed by various accountants 
throughout the United States, and also of provisions 
appearing in laws of recent date passed in various 
states. The bill was prepared and submitted to the 
council by the committee on state legislation, and 
at its suggestion was referred to the Institute’s 
counsel, Judge Covington, for his approval. It was 
very carefully reviewed by Judge Covington; in 
fact, was practically rewritten by him, using 
the provisions of the bill as drawn by the com- 
mittee, but rearranging and submitting it in its 
present form. One exception, however, may be 
noted to the above statement. The bill as prepared 
by the committee and also Judge Covington’s re- 
vision of it, included the so-called restrictive clause 
and also the waiver clause which must necessarily 
follow the adoption of restrictive legislation. 

Some time prior to the discussion of this bill, the 
Institute had gone on record as approving the 


principle of restrictive legislation, provided that 
such legislation be accompanied by broad reciprocal 
provisions. At the suggestion of the committee on 
state legislation the Institute had some time pre- 
viously asked Judge Covington for his opinion in 
regard to the constitutionality of restrictive legisla- 
tion. In a very exhaustive opinion, published at 
the time in the Institute Bulletin, which no doubt 
came to the attention of many of you, Judge Coving- 
ton stated that in his opinion a restrictive clause 
could be so drawn that its constitutionality would 
be upheld in the federal courts, and also in the state 
courts, with the possible exception of some few 
states in which constitutional peculiarities might 
be found which could not be complied with. 

Subsequent to that date the issue of constitu- 
tionality of the restrictive clause had been raised 
in several states, and the state courts apparently 
inclined to the view that restrictive legislation was 
unconstitutional. It is doubtful if in any case the 
issue has been fairly met, but in view of the doubt 
existing as to the constitutionality of this particular 
provision the council deemed it unwise to include it 
in the model bill and the draft was re-submitted to 
the committee on state legislation for revision, 
eliminating this clause with its accompanying waiver 
clause. The bill when so revised was re-submitted 
to the council and received the approval of the 
Institute in December, 1926. 

Perhaps the views of the Institute on this subject 
may be best submitted by a brief discussion of the 
provisions of this model bill: 

Section 1. This section merely indicates a name 
by which the act may be known. 

Section 2 defines the terms ‘“‘public accountant”’ 
and “C. P. A.” It is possible that no definition 
of these terms will ever be wholly satisfactory until 
the question is passed upon as the result of some 
judicial proceeding. 

Section 3 provides for the creation of a state 
board of accountancy and for the appointment of its 
members. 

Section 4 provides for the issue of certificates of 
certified public accountant to those who may 
successfully pass the examination of the state 
board and the qualifications required of candidates. 

Section 5 provides for the manner of conducting 
examinations. 

Section 6 provides for the issue of certificates to 
those already holding certificates issued under 
previous state laws and for the issue of reciprocal 
certificates. 

Section 7 provides for the suspension or revocation 
of certificates issued by the board. 

Section 8 fixes the fees which may be charged 
by the board and the powers of the board in the 
disposition of the funds collected. 

Section 9 provides penalties for the illegal use of 
the title “certified public accountant’ or the 
abbreviation “C. P. A.” 

Section 10 provides penalties for making any false 
or misleading statement in writing by any person 
acting in the capacity of an accountant. 

Section 11 provides for the employment by cer- 
tified public accountants of non-certified persons. 

Section 12 provides that all memoranda, state- 
ments or schedules commonly referred to as work- 
ing papers shall be and remain the property of the 
accountant. This section is comparatively new 
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and appears in but very few of the existing state 
laws. A recent decision of the Massachusetts 
supreme court in the case of Ipswich Mills v. Dillon 
on an appeal taken at the instance of and conducted 
by the Institute, fully and clearly upholds the 
claim of this provision. This decision also estab- 
lishes the status of the public accountant as an 
independent contractor, rather than as a servant of 
the client. 

Section 13 extends privileged communication to 
the public accountant. This provision also exists 
in only a very few of the existing state laws. 

Section 14 merely protects the main body of law 
— event that any one section may be held in- 
valid. 

Section 15 and 16 should be drawn in accordance 
with the statutes and practice of the state in which 
the law is proposed. 

One feature of this bill which will be noted and 
which in my opinion is a rather important one, is 
its brevity. The bill as originally drafted contained 
a rather considerable number of rules governing the 
conduct of the state board. In redrafting it Judge 
Covington wisely, I think, eliminated nearly all 
of them on the ground that it was unwise to hamper 
the action of the board by detailed rules, and fur- 
ther that the more provisions of this character 
appeared in the bill, the easier would it be to attack 
the conduct and decisions of the board. Bills re- 
cently passed in several of the states are, in my 
opinion, open to this objection on the score of ver- 
bosity. The bill as drawn in what may be called 
“short form” is in every way superior to those con- 
taining far more phraseology. 

The action of the committee on state legislation 
in preparing this bill, as in its other acts, can be only 
advisory. In any state where it may be used as a 
guide in the preparation of proposed legislation the 
bill should be very carefully drawn or at least re- 
viewed by a lawyer, competent to pass judgment 
upon it in the light of the state constitution, statutes 
and judicial procedure, in order that there may be 
no conflict with existing constitutional and statutory 
provisions. 

The so-called restrictive clause is of perhaps out- 
standing interest in the minds of practising ac- 
countants throughout the United States. As here- 
tofore stated the Institute has given its approval 
to the principle of restrictive legislation when 
coupled with broad reciprocal provisions, and its 
counsel has given his opinion that such legislation 
may be so framed that it will be upheld in both the 
state and federal courts. Nevertheless there is 
grave doubt in the minds of a great many account- 
ants as to the constitutionality of this provision, 
and because of that doubt the council when dis- 
cussing this model bill felt that it would be unwise 
to include this clause until such time as its con- 
stitutionality may be more definitely passed upon 
by the courts. There is also, I think, grave doubt 
in the minds of many practising accountants as to 
the wisdom of such legislation regardless of its 
constitutionality. That question must of course 
be considered and passed upon by the accountants 
in the state in which new or amended legislation 
is under consideration. Those of you who have 
read Judge Covington’s opinion on this question 
may have noticed that the restriction applied, not 
to the practice of public accounting or the doing of 
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accounting work for more than one client, but rather 
to the use of the title ‘‘public accountant” or “‘cer- 
tified public accountant”’ in any manner whatsoever. 
In other words under that provision of law no per- 
son might use either title on reports, stationery, 
signs or advertising matter, or in any other way. 
This opinion, should it be upheld by the courts, 
would perhaps be somewhat disappointing to many 
practising accountants. In my own state the prac- 
tising accountant is somewhat annoyed by the more 
or less glorified bookkeeper who finds the time or 
opportunity to practise what he calls public ac- 
counting on Saturday afternoons, Sundays and 
other odd times, thereby doing and making a market 
for certain kinds of work which the public account- 
ant feels should and perhaps otherwise would come 
to his office. In my opinion this practice can never 
be stopped by legislation, but I doubt if it will 
ever become a really serious factor in the practice 
of most of us. 

Those of you who have read Col. Montgomery’s 
address before the International Congress of Ac- 
countants, a year ago last summer, may have 
gathered the impression that he considered C. P. A. 
legislation as wholly unnecessary. If that was the 
thought which he intended to convey I am not in 
sympathy with it. I am, however, in sympathy 
with the statements made in that address to the 
effect that C. P. A. legislation heretofore enacted 
has been based too largely upon the theory of pro- 
tection to the public accountant. Even though 
that statement may not be literally true, there is 
no doubt in my mind that it is the opinion of most 
of the legislators called upon to consider C. P. A. 
legislation, and of the public generally. I believe 
Col. Montgomery is correct in his statement that 
there is no urgent demand for protection coming 
from the business public. If the need for such 
protection does in fact exist, the business man ap- 
parently fails to realize it. My conclusion after 
several years’ consideration of the subject in the 
work of the committee on state legislation is that 
there is a need for protection to the business public, 
in spite of the fact that the public so far is unaware 
of it, but that the demand for such protection 
should come from the business public rather than 
from the accounting profession. Accountants may, 
I think, be properly expected to codperate with 
business men and bankers in making that need 
apparent and in devising and applying a remedy. 
The best protection of the accountant and perhaps 
the only effective one will be found in the character 
of the work which he does and the reputation which 
he is able to build up in his community. 


Annual Meeting of Accountants 
Club of America 


The Accountants Club of America held 
its first annual meeting, November 21st, 
at the Waldorf-Astoria hotel, New York. 

Announcement was made of a contribu- 
tion of $50,000 to the club by the firm of 
Haskins & Sells, in memory of the late 
Elijah Watt Sells, who was the first to con- 
ceive the idea of a social club for account- 
ants. It was suggested by the donors that 


the contribution be maintained as a capital 
fund, but no restriction is imposed upon the 
use to which the income may be put. A 
suggestion was made that the money be 
devoted to a building fund for the erection 
of a clubhouse. 

It was reported that, at the conclusion of 
its first year of existence, the club had 700 
members. 

At the meeting the following governors 
were re-elected to serve until 1930: F. G. 
Colley, William O. Cutter, James F. Hughes, 
Joseph J. Klein, S. D. Leidesdorf, Henry E. 
Mendes, James L. Ridgway and Philip J. 
Warner. 

At a meeting of the board of governors, 
November 28th, the following officers were 
re-elected: president, Robert H. Mont- 
gomery; first vice-president, Arthur H. 
Carter; second vice-president, F. G. Colley; 
secretary, James F. Hughes; treasurer, 
Samuel D. Leidesdorf. 


Joint Meeting of Credit Men and 
Accountants 


A luncheon attended by credit men and 
accountants was held at the Accountants 
Club, Hotel Belmont, New York, December 
Ist. It was arranged by the technical com- 
mittee of the New York State Society of 
Certified Public Accountants, of which 
David Berdon is chairman, and by the 
credit men’s committee on accountants. 
The purpose of the meeting was to foster 
coéperation between accountants and credit 
men, and the following resolution was 
adopted unanimously: 


“RESOLVED, that in so far as it is compatible with 
the ethics and legal responsibilities of the account- 
ants’ and credit men’s professions, it is the sense of 
this meeting that full encouragement be given to 
coéperation between the accountant and credit 
man in the interest of their mutual client and cus- 
tomer—the merchant.” 


Accounting in Harvard Law School 


A special course in accounting has been 
added to the curriculum of the law school of 
Harvard University. Although the course 
is purely elective, giving no credit toward a 
degree, about 240 law seniors have enrolled. 

The introduction of an accounting course 
is intended to meet the need of law students 
for a knowledge of the business aspects of 
legal situations. Since financial and ac- 
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counting phases of legal cases often are 
extremely important, the new course is 
designed to familiarize students with the 
problems, practices and terminology of 
business and accounting. 

Law schools of other universities have 
given courses in economics in correlation 
with law subjects, but the Harvard school 
felt that an accounting course might be 
more satisfactory for the needs of its 
students. 


New York University Recognizes 
Accountancy Course 


A class in accountancy which numbers 
about 80 students, conducted under the 
auspices of the New York chapter of the 
National Institute of Credit, by A. Louis 
Oresman, has been recognized by the school 
of commerce, accounts and finance of New 
York University, and arrangements have 
been made whereby students of the class 
who meet the university entrance require- 
ments may obtain credit toward the 
bachelor of commercial science degree and 
the certificates in specialized fields offered 
by the school. The examinations are con- 
ducted under university auspices. 


1927 Management Week 


Word has been received from the national 
committee on management week that the 
results of this year’s observance of manage- 
ment week were gratifying. Reports show 
that programmes were conducted in more 
than forty cities, and in some cases the 
arrangements were extremely elaborate. 
Attention has been drawn to the programme 
of the Miami Valley meetings, as perhaps 
the most complete one of the year. More 
than thirty speakers participated in the 
activities of that region. 

The American Institute of Accountants 
is one of the organizations sponsoring man- 
agement week, and its representative, Cecil S. 
Ashdown, served as chairman of the national 
committee this year. 


Ipswich Mills v. Dillon 


The importance of the recent opinion of 
the Massachusetts supreme judicial court 
on the question of ownership of account- 
ants’ working papers, in the case of Ipswich 
Mills v. Wiliam Dillon, et al., is demon- 
strated by the widespread publicity which 


the decision has obtained. According to the 
records of the library of the American 
Institute of Accountants the court’s opinion 
has been quoted in full or commented upon 
in 11 accountancy and business publica- 
tions, including leading accountancy maga- 
zines in England, Canada and Australia. 


Public-service Reports 


In the future the blank forms which have 
been sent members and associates of the 
Institute each month with the Bulletin, 
for the purpose of reporting addresses de- 
livered, articles and books written and 
public services performed by them, will be 
distributed only in alternate months and 
will cover a two-month period. 

It is hoped that members will keep the 
records complete by returning the forms in 
the months when they are received. No 
blanks will accompany this Bulletin, but 
they will be mailed with the January issue. 


Accountancy in France 


Following is a translation of an article 
which appeared in the July, 1927, issue of 
the French magazine, Revue du Droit Ban- 
caire, emphasizing the desirability of part- 
nership organization of accounting firms as a 
factor in bringing the profession to the high- 
est possible plane of service. The article, 
which is a general discussion of the situation 
of accountancy in France, was evoked by the 
recent passage of a law providing for the 
official designation of ‘‘expert comptable”’ 
for accountants having prescribed quali- 
fications and passing certain tests. A sum- 
mary of the law appeared in the Bulletin 
of August 15, 1927. 


New OF ExPERT-ACCOUNTANT 


A new diploma has been instituted which con- 
secrates by means of a new title a new kind of 
ability and will permit the addition of a new de- 
scription on certain visiting cards, death notices and 
marriage announcements. The wisdom and sagac- 
ity of the ministers of public instruction and com- 
merce have been united in order to accomplish this 
reform. When they have also instituted the 
diploma of director of companies and the diploma 
of shareholder, French companies will be model 
companies. We shall never again see false inven- 
tories, fraudulent balance-sheets and _ fictitious 
dividends. In the Kingdom of Industrial Shares, 
as in the Republic of Montesquieu, virtue will 
reign supreme. 

For many years all specialists in the affairs of 
companies have demanded modifications in finan- 
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cial control. Every time there is a scandal, 
every time a name well known in the Annuaires 
Chaix et Desfossés appears before a court of law 
or a parliamentary commission of inquiry indignant 
voices rise in defense of the savings of the public, 
voices more especially democratic are raised in de- 
fense of the small investor, accusations of complicity 
between commissaires des comptes and prevar- 
icating boards of directors are made and parliamen- 
tary bills are prepared—but they are never voted. 

Doubtless the authors of the new decree of May 
22nd last, published in the Journal Officiel of June 
2nd, congratulate themselves on having inaugu- 
rated an era of reforms. ‘They have instituted a 
“diploma of expert-comptable recognized by the 
state” for those with a technical knowledge who 
wish to make it their daily business to organize, 
verify, comment upon or correct accounting systems 
and books and accounts of all kinds. They have 
organized a preliminary examination, a period of 
articles and a final examination. Arrangements 
have been made for dispensing with these tests 
in the case of members of professional organizations 
already existing. ‘Those responsible for the new 
act flatter themselves that they have greatly 
alleviated the future task of examining magistrates 
and given shareholders a strong protection against 
their own inexperience or credulity. 

One of the men who are better informed about 
French companies than any others, namely, 
Mr. H. Decugis, in his book Le Contréle des Sociétés 
Anonymes par les Commissaires des Comptes et par 
la Publication des Bilans shows that in 1925 
the number of companies in France amounted 
to 30,000, that their commissaires aux comptes 
received annual fees totaling at least Fes. 40,000,000, 
that in the whole of France the number of profes- 
sional accountants worthy of the name did not 
exceed 300 and that the principal accountants’ 
societies in Paris did not, in total, have more than 
some 200 members. The new diploma can only 
recognize qualifications, it can not create them; 
it can not increase the number of expert accountants 
worthy of the name, it can only distinguish them 
from amateur accountants by means of a title. 
Things can not be so arranged that in order to audit 
30,000 companies the country will be in possession 
of a greater number of reputable technical account- 
ants or that in order to fill the 30,000 annual jobs 
there will be available more than 300 candidates; 
and since the same accountant can not possibly 
follow seriously the affairs of more than ten compa- 
nies at a time, it is easy to calculate that the pro- 
portion of companies properly controlled will not 
exceed more than one in every thirteen or fourteen. 

It has recently been the fashion in France, when 
one wishes to give the impression of being thoroughly 
competent to manage a company and tobe acquainted 
with the best methods of improving the manage- 
ment, to call in the aid of chartered accountants 
from England where auditors are recruited who 
correspond to our commissaires aux comptes. It 
is quite right to show appreciation of an institution 
such as that of the chartered accountants but it 
is a mistake to pretend that one can introduce it 
in France by means of decrees. 

Chartered accountants in England were not 
created in this way. A year-book for 1799 indi- 
cates that in that year in London there were eleven 


accountants, either individual practitioners or 
firms. The same year-book shows there were 
24 during the period 1808-1811. During the years 
1812-1814 there were 73. In 1854 the Scotch 
accountants obtained their recognition by royal 
charter, that is to say, by a measure that can be 
compared with a decree of the conseil d’état recog- 
nizing an institution as being of public utility. 
The Institute of Chartered Accountants of London 
dates from 1870 and its charter from 1880. In this 
way, the English system was created little by little. 
The advantages were such that the Dutch, although 
they have been recognized as having eminent 
accountants since the sixteenth century, felt the 
necessity of imitating the English system and when 
in 1885 they founded their new organization, they 
could not do otherwise than adopt the English 
expression and call it the ‘‘Netherlands Instituut 
van Accountants.”’ The superiority of English meth- 
ods is to be found not in ingenious regulations 
(which are never a protection against business 
immorality) but in ‘‘esprit-de-corps” and in the 
organization of accountants into firms. 

Esprit-de-corps does not take the place of ‘tech- 
nical knowledge but technical knowledge without 
esprit-de-corps is useless against fraud and in fact 
serves sometimes to facilitate it. Esprit-de-corps 
gives individual men the necessary strength of 
character which is worth more than technical 
knowledge. 

In order to understand the matter properly it 
is only necessary to compare the use which is made 
of the rights given to commissaires des comptes by 
French company law with the use which could be 
made of them. According to section 33 “during 
the three months which precede the time fixed by 
the statutes for the holding of the general meeting, 
the commissaires have the right whenever they 
think it proper in the interests of the shareholders 
to inspect the books and examine the operations 
of the company. They can always in the case of 
urgent necessity convoke the general meeting.” 

What use do they make of this provision? The 
commissaires des comptes are nominated in two 
ways. Usually the meeting elects them on the 
recommendation of the board of directors and the 
directors choose them among their less influential 
friends, acolytes and protégés, that is to say, among 
those who are always to be found hanging around the 
offices of important companies in search of jobs. 
When the directors discover among these persons 
two or three who are thoroughly amenable, too 
incompetent to form part of the management of 
the company and whose wealth and position is 
too mediocre to enable them to be members of the 
board, but who have some aptitude for figures and 
are capable of accepting a theoretical responsibility 
for Fes. 2000 to Fes. 3000 a year, they are promptly 
elected commissaires. Sometimes the post of 
commissaire is a novitiate for a person who may 
eventually take a seat on the board. Sometimes, 
but very rarely, the directors endeavor to find 
professional accountants; if so, the accountants are 
chosen for their reputation not of independence but 
of complacency. Such accountants endeavor to make 
a collection of as many commissaire jobs as possible 
in order to provide themselves with a regular income. 

How do they fulfil their duties? When the time 
comes for the holding of the general meeting, the 
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company sends them their working papers already 
prepared. Naturally they tick the figures, they go 
to the registered offices of the company; sometimes 
if the company’s offices or works are in the prov- 
inces they visit them also, they shut themselves up 
in the accounting department, look through the 
files and glance at the books; make a few tests in 
order to verify the material accuracy of the entries 
and state in their report that nothing has been 
hidden from them. They also give vent to appre- 
ciative or reassuring remarks according to whether 
the year has resulted in a profit or a loss and then 
they sign. When a catastrophe unfortunately 
occurs, when a juge d’instruction asks them ques- 
tions, the commissaires are quite unconcerned, they 
prove to be thoroughly familiar with the law and 
plead that, according to such and such a decision 
their réle is to confirm the material accuracy of 
additions and subtractions, that they can not do 
more, that they have no right to mix themselves 
up with the management of the company and that 
nobody can hold them responsible for irregularities 
of administration which do not result in mathemat- 
ical errors of calculation. 

A commissaire never makes use of the rights which 
are conferred upon him by section 33 of the law, 
because if he did he would lose the job of commissaire 
not only in the company he worried in that way but 
also in all others that he audited. He would be 
replaced immediately by a more easy-going and 
agreeable commissaire. 

Suppose, on the contrary, that law, custom and 
opinion insisted that auditors should be men who 
were members of a technical institute, that this 
institute had internal disciplinary regulations, that 
it had serious traditions of independence and that it 
did not admit or retain as members men capable of 
complacency; that it took their side when attempts 
were made to punish them for having done their 
duty or took sides against them when they did not 
fulfil their duty. In these circumstances the 
auditors would have an interest in acting as de- 
fenders of the shareholders and creditors vis-a-vis 
the directors and no longer as protectors of the 
directors against the shareholders and creditors. 
Thus, by being quite impervious to outside influence 
the commissaire aux comptes would gain more in 
position and profits than he does at present by being 
easily persuaded. His professional honor would 
thus be worth more to him even in good coin than 
the favor of one or two boards of directors. A 
company which was looking for an accommodating 
auditor would know that it could not find one and 
that nothing would be served by dispensing with the 
services of its present auditor, owing to his intracta- 
bility, in the hope of finding one who would be more 
obliging. The company would have to adapt its 
financial methods to the exigencies of its auditors 
instead of choosing for its auditors men who would 
be willing to wink at its doubtful practices. 

Under such a régime the auditor would no longer 
be prized by the directors for his submissiveness 
but by the shareholders for his upright character. 
In order to appreciate the possibilities of such a 
change one has only to take the case of notaries. 
Doubtless their honorableness is not always in- 
vulnerable and their governing committees have 
sometimes to deal with breaches of professional 
conduct but therein lies the whole question: the 


breaches are dealt with and the financial conse- 
quences are supported by the committees. This 
supervision accentuates the feeling of esprit-de-corps 
and completes the effects of a long tradition. The 
fact that they have a monopoly of notarial work 
in their particular district and also that they acquire 
another monopoly by being authorized to retain 
their clients’ documents is a strong protection 
against the temptation of notaries to please the 
public in order to obtain or retain clients. They 
can say what they please. The rigidity of their 
regulations gives them authority. Their prestige 
is measured by their intractability. It may be 
true that notaries often assist clients against the 
fiscal authorities because it is an immemorial 
tradition for every Frenchman to be in a state of 
permanent insurrection against the fisc but they 
do not in any way lend themselves to fraudulent 
agreements between their clients. Their defects as 
well as their qualities and notably their adherence 
to form, their antique methods and their slowness 
contribute to make their operations entirely regular. 
It is very rarely that adverse comment is made on 
their methods of handling their affairs. They 
have assured for two centuries the conservation and 
often the reconstitution of the wealth of the middle 
class which is hardly ever squandered except when 
it is sunk in limited companies, that is to say when 
it ceases to be transferred from father to son and 
becomes converted into shares which can be dealt 
in on the stock exchange. 

The Institute of Chartered Accountants in Eng- 
land has the same traditions as the Institute of 
Notaries in France. But it has one great advantage 
over our notaries owing to the additional guaranty 
provided by the fact that nearly always chartered 
accountants are organized in firms, that is to say, 
in partnerships. 

We have heard it said that in France the same 
régime is gradually being brought about by the 
multiplication of auditing companies. But it is 
impossible to compare the two institutions. We 
have no reason to deprecate our auditing companies 
or any intention to do so. We do not know of any 
one of them which, so far, has been mixed up in a 
scandal but we feel that scandal can be foreseen, 
for the following reasons. 

In the first place, many of these auditing com- 
panies are reputed, rightly or wrongly, to have an 
origin which does not guarantee their independence. 
It is very much the same as if it were an industrial 
matter. When several companies which consume 
electric current belong to the same group they 
finally institute, at the common expense, a branch 
which produces the current necessary for all their 
needs. Each one thereby makes a considerable 
economy in general expense and, above all, each one 
finds a source of supplementary profits because the 
branch sells to the public all the surplus current 
which the various companies can not utilize. One 
can say that certain auditing companies have an 
analogous origin. Several industrial companies 
coming under the same financial control have 
instituted an accounting organization in the form 
of a branch at their joint expense. This organiza- 
tion provides them with auditors, inspectors and a 
tax department and this naturally more cheaply 
than if each company engaged such services in- 
dividually. The organization, in addition, obtains 
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an external clientele and makes profits on the work 
done for it, and these profits go to enrich the com- 
panies which originally formed the auditing com- 
pany. In this way, two results are obtained: 
first, the controller is under the control of the 
controlled, second, the controller can furnish to the 
controlled useful first-hand information about 
other enterprises, often competitive, which also 
have recourse to his services. This is certainly 
a very ingenious combination but it does not tend 
to perfect the moral side of company activity and, 
in any event, it is not used in favor of, or to defend, 
isolated shareholders, small investors or the public 
generally. 

Suppose one admits that auditing companies 
of this kind are the exception. It may perhaps 
be more difficult to criticize the others but they suffer 
all the same from a defect which is of the utmost 
importance in the case of an organization created 
for the purpose of financial control. The fact that 
they are constituted as limited companies puts them 
in a very good position to make profits, to extend 
their activities and, above all, to limit their re- 
sponsibility but, at the same time, renders them 
very unsuitable to carry out services of a fiduciary 
character. Under the penal code punishment for 
any delinquency redounds upon the person who 
has committed it because only an individual person 
can be capable of the intention which created the 
delinquency, a legal entity being incapable of willing 
anything or committing a wrong or undergoing a 
punishment. In the same way, a limited company 
can not fulfil a confidential mission, the execution 
of which is impossible without understanding, 
intuition, discretion and character. The personnel 
of an auditing company, as of any other limited 
company has all the necessary qualifications for 
conducting operations automatically but, for 
detecting irregularities or frauds, for tracking them 
down, for discussing them, for provoking admission 
from wrong doers, for demanding that they be put 
right, for refusing any connivance, for diagnosing 
the state of health of an enterprise, for conveying 
thoughts and opinions to shareholders without 
misleading them and, at the same time, without 
aggravating the circumstances by unnecessary 
publicity, for calling for the holding of a general 
meeting when necessary, in other words for taking 
the responsibility of putting the directors into 
conflict with the shareholders and doing it con- 
scientiously as a necessary duty, it goes without 
saying that the mechanism of a limited company 
is worthless, that such mental operations can not 
be discussed at a board meeting or dealt with by 
red tape, that they must be worked out in one brain 
and are the attribute of an individual person. 

It is argued that English accountants are organ- 
ized in firms or partnerships which are very similar 
to companies. Without doubt this is so. But 
therein lies the superiority of the English over the 
French system, for the following reasons. 

A limited company brings together only capital; 
its management rests upon the wishes of a majority 
of shareholders who are constantly changing as 
shares are transferred. The company’s errors 
involve the shareholders only to the extent of their 
subscriptions and they involve the directors only 
in the case of commission of a well-defined mis- 
demeanor which can be specifically attributed to 


an individual person. On the other hand, a part- 
nership groups together at the most three or four 
persons who are united by common sympathies. 
Retiring partners are only replaced as a result of 
personal choice. A partnership has, for these rea- 
sons, tradition, method and self-respect. An error 
committed by a partnership involves the respon- 
sibility of all the partners and the whole of their 
personal wealth. It is easy to see that such a system 
has as great advantages over the old French prac- 
tice of isolated accountants as it has over the new 
French practice of auditing companies. 

If a serious question arises in relation to the ac- 
counts of a company, a private accountant who 
is working on his own may recoil before the personal 
responsibility of provoking a conflict. The account- 
ant delegated by an auditing company may pass 
the matter over or come to a decision light-heartedly 
because, after all, any unfortunate results of his 
action or inaction will only affect the anonymous 
machine which he represents. On the contrary, 
a man who has three or four partners can discuss 
the matter with them. Such a discussion does not 
carry with it the same risks of indiscretion as the 
mechanical examination of the situation in the 
offices of an auditing company. On the other hand, 
it has many exceptional advantages and guaranties. 
The three or four partners have different views and 
opinions according to their age, their technical 
knowledge and their individual character, but they 
have a common preoccupation for the good name of 
their partnership. They put their conscience into 
acommon pot. If they take a decision, a decision 
which, for example, may endanger the existence 
of the company which is beirg audited or which 
may result in the inculpation of its directors, one 
knows quite well that the accountants have weighed 
the possible consequences that their decision may 
have upon their own personal wealth and their 
collective reputation. 

Such is the superiority of the English firms of 
accountants. They would be similar to our 
notaries if the latter took the form of partnerships 
composed of three or four men who were united 
both in their wealth and in their decisions. In other 
words, if one admits that the notarial conscience 
is a proved type of professional conscience one can 
say that whereas the system of auditing companies 
annihilates it the English system concentrates and 
extends it. 

These comments show quite clearly that the 
institution of a state diploma for accountants is 
not in itself of the slightest importance in the im- 
provement of the supervision of limited companies. 
It will do no harm but it will do no good. The 
control of companies depends above all on the in- 
dependence of the accountants or auditors vis-a-vis 
the directors and on their aptitude to consider them- 
selves and to conduct themselves as judges of 
these directors for the benefit of the shareholders. 
It is much more a question of character than it is 
of technical ability. 

In the meantime, the decree of May 22nd does 
not even contain the only provision which could 
give auditors the necessary standing and pro- 
fessional conscience. ‘This provision is contained 
in a project of the late Professor Thaller of 1904. 
His project foresaw the creation of an institute with 
its own rules of internal discipline which would 
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choose its active members among the best of the 
candidates who applied. The granting by the 
state of driving licenses does not prevent motor 
cars from killing every day an increasing number of 
pedestrians. The diploma of expert-comptable 
will not prevent false balance-sheets, fictitious 


dividends and the robbing of shareholders by 
directors. Real reform can only be brought about 
when a phenomenon appears analogous to what 
would happen if the best chauffeurs came to an 
understanding with the public to act as preventive 
police against excessive speed. 


STATE BOARDS OF ACCOUNTANCY 


California 


Governor C. C. Young of California has 
re-appointed three members of the state 
board of accountancy whose terms had 
expired, namely, B. W. Bours, John F. 
Forbes and H. Ivor Thomas. The other 
two members of the board are Reynold 
E. Blight, whose term expires in 1929 and 
George R. Keast, who will serve until 1930. 


Florida 


The code of ethics for certified public 
accountants adopted by the Florida state 


board of accountancy and published in the 
American Institute Bulletin for October, 
1927, has been submitted to the attorney 
general of the state for his opinion as to its 
validity. In the opinion of the attorney 
general the code is valid and enforcible 
under the law. 


Kansas 


F. A. McCoy has been appointed a 
member of the state board of certified 
public accountant examiners of Kansas 
to succeed A. B. Sanders whose term has 
expired. Mr. McCoy’s term will expire 
in September, 1930. 


NEWS OF LOCAL SOCIETIES 


Illinois Society of Certified Public 
Accountants 


Members of the faculty of the University 
of Illinois acted as hosts to the Illinois 
Society of Certified Public Accountants 
at its regular monthly meeting, November 
12th. 

At the morning session Professor A. C. 
Littleton gave an address on ‘‘Present-day 
instruction in accounting.” ‘“‘Some con- 
siderations of valuation in the preparation 
of the balance-sheet and income state- 
ments” was the subject of an address by 
Professor Harvey C. Daines. 

In the afternoon members of the society 
attended the Illinois-Chicago football game. 
At the evening session, following a dinner 
at the Illinois Union, addresses of welcome 
were made by President Kinley and Dean 
Thompson of the university. Professor H. 
T. Scovill read a paper on the natural 
business year. Sixty members of the society 
and about eighty guests were present at the 
various sessions. 
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Indiana Association of Certified 
Public Accountants 


The public affairs committee of the In- 
diana Association of Certified Public Ac- 
countants has issued the second of a series 
of 6 letter-bulletins which it has planned 
to publish during the winter of 1927-1928. 

The current bulletin is on the subject of 
depreciation and consists of a concise defi- 
nition of the term; an explanation of the 
phenomenon of depreciation and a discus- 
sion of the method of dealing with it in the 
accounts. 

The first letter-bulletin of this series, on 
the natural business year, was discussed 
in the November Bulletin. Copies of all 
the pamphlets, as they are published, are 
distributed among bankers and business 
men in the state. 


Massachusetts Society of Certified 
Public Accountants 


A meeting of the Massachusetts Society 
of Certified Public Accountants was held 


Bulletin of American Institute of Accountants 


November 28th at the chamber of com- 
merce building, Boston. 

Percy Livingston Bryning was the speaker 
of the evening, and his subject was “In- 
vestment trusts—their origin, their recent 
adaptation to the needs of American in- 
vestors, their operation and their position 
in the world of finance.” 

Mr. Bryning said that the investors of 
Great Britain had been familiar with this 
type of investment for over sixty years 
but that it had come into prominence in 
this country only during the last few years, 
particularly in the last year. He said that 
properly constructed and well managed 
trusts, in his opinion, constitute the best 
medium for the investment of funds. 

There are two general types of investment 
trusts: first, the general trust, which may 
operate under a corporate structure or as 
a common-law or voluntary trust, the 
speaker said. The general trust can deal 
in any kind or type of security, buy or 
sell bonds, common or preferred stocks, 
etc. The other type is the fixed or rigid 
trust, which can deal only in such securities 
as are specified in the charter. These 
securities may be either bonds or stocks 
or both, but as a rule they are restricted 
to common stocks in this country. Such 
trusts may invest either in one particular 
industry, such as railroads, banks, public 
utilities or chain stores, or may own 
standard securities in different industries, 
but they are constituted for a period of 
years and the trust shares are sold in blocks, 
each unit often represented by a specific 
participation in certain shares which are 
indicated in the charter. 

Investment trusts, Mr. Bryning said, 
should be distinguished from holding com- 
panies or financing companies, which are 
responsible for the management of their 
subsidiary companies. The investment 
trust does not desire to participate in the 
management of the companies whose se- 
curities it holds. It confines itself to in- 
vesting its funds fractionally in the bonds 
or shares of a large number of worthy enter- 
prises. Investment trusts of the British 
type operate internationally, rather than 
in any one country, and this gives them a 
great advantage over other types of trust, 
in Mr. Bryning’s opinion. 

He said that there are approximately 
102 stock exchanges throughout the world 


in twenty or thirty different countries in 
which these international trusts might 
suitably make investments. By picking 
the countries and securities which are 
temporarily depressed, this type of trust 
can make a reasonable capital gain and 
turn over its entire capital every two years, 
as well as obtain a satisfactory income 
return. These trusts are by their charter 
restricted to a certain percentage invest- 
ment in any one company, in any one in- 
dustry and in any one country, and they 
afford an ideal diversification with a fair 
margin of profit. 

According to Mr. Bryning, investment 
trusts are helpful in the solution of the state 
inheritance-tax question. Although they 
may own securities in all the forty-eight 
states, yet the holder of the shares or trustee 
certificates is taxable only in the state in 
which the trust was incorporated and the 
shareholder lived. 

Mr. Bryning outlined the capital struc- 
ture of certain typical trusts, both domestic 
and international. He pointed out that 
some of the capital shares are merely par- 
ticipation certificates, while others are 
various classes of preferred and common 
shares, and many have bonds up to 50 
per cent. of the total capitalization. 

Mr. Bryning’s remarks aroused a great 
deal of interest and a number of questions 
were asked when he concluded. 


Missouri Society of Certified Public 
Accountants 


KANSAS CITY CHAPTER 


The regular monthly meeting and dinner 
of the Kansas City chapter of the Missouri 
Society of Certified Public Accountants 
was held on Monday, November 7th, and 
was attended by more than forty members. 

The programme for the evening, arranged 
by Paul D. Williams, consisted of an analy- 
sis of the accountant’s functions in indus- 
trial and financial investigations. In the 
opinion of the speakers the future growth 
of the accounting profession is dependent 
to a large extent on the broadening of the 
service which the accountant now renders 
and on his willingness to accept larger re- 
sponsibilities, such, for example, as investi- 
gations for refinancing for the purpose of 
presenting to the investment banker and, 
through him, to the public a true picture 
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of the concern to be financed. ‘This report, 
covering such an examination, should con- 
tain not only figures relating to the financial 
condition and the earnings of the company 
under investigation, but also additional data 
which may assist the banker and the investor 
to form an opinion of conditions which may 
have influenced earnings in the past and 
may affect them again in the future. While 
the investigation naturally deals with pres- 
ent conditions and past happenings, these 
must be examined and presented with due 
regard to the fact that they are of interest 
only in so far as they serve as a guide to 
the future, because the obligations of the 
financing will have to be met from future 
operating income and not from that of the 
past. From this point of view any in- 
formation which clarifies past performances 
is of value. This includes comments re- 
garding the industry, the nature of the 
product sold, whether a luxury, temporary 
fad or staple, territorial distribution, the 
type of customers served, credit and sales 
policies, information regarding gross profits, 
relation of inventories to production re- 
quirements and sales, etc. With this in- 
formation the banker may form an opinion 
regarding the future prospects of the busi- 
ness, the stability of earnings, possible 
expansion, etc., all of which will determine 
the ability of the concern to meet its finan- 
cial obligations in the future. It was the 
opinion of the speakers that the service of 
supplying such information, which requires 
not only an historian but also a student, 
who analyzes history in order to predict 
future events, can be rendered by account- 
ants, provided the profession will continu- 
ally broaden its knowledge of business 
practices, economic conditions and factors, 
etc. 

The conditions leading to refinancing 
and the accounting adjustments which are 
frequently applied in the preparation of 
the balance-sheet and the profit-and-loss 
account were discussed, as well as some of 
the tax problems frequently encountered 
in refinancing operations. 

A paper was also presented on the differ- 
ence between the ordinary and the industrial 
and financial audit. 

In the discussion which followed, em- 
phasis was laid by the speakers upon the 
following matters: 

(a) That the statements prepared and 
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the comments made by the accountant 
should be based upon ascertainable facts 
and that no forecast should be made with 
regard to earnings. 

(b) That all figures and data referred 
to in the circular as being based upon the 
accountant’s investigation should be ap- 
proved by him. 

(c) That the accountant should co- 
operate with investment bankers in giving 
to the investor a true statement of the 
affairs and earnings of the company issuing 
the security. 

(d) That the procedure suggested by 
the American Institute committee relative 
to financial investigations should be strictly 
followed. 

A meeting of the chapter was also held 
on December 5th. David B. Peter acted 
as chairman, and the subject of discussion 
was inventories. The legal and moral 
responsibilities of the accountant were 
discussed, and consideration was given to 
the banker’s viewpoint on the auditor’s 
responsibility for physical inventories. At- 
tention was also devoted to methods of 
planning a physical inventory and of veri- 
fication of inventories. 


Society of Certified Public Account- 
ants of the State of New Jersey 


The third annual all-day meeting of the 
Society of Certified Public Accountants of 
the State of New Jersey was held at the 
Elks’ club, Newark, November 29th. The 
first session opened at 10 a.m. when routine 
business matters received attention. At 
this session a discussion of state accountancy 
legislation took place. Lewis G. Fisher, 
chairman of the committee on state legis- 
lation of the American Institute of Ac- 
countants, described the policies of the 
Institute regarding state legislation, in- 
cluding a description of the model C. P. A. 
bill prepared by his committee and ap- 
proved by the council of the Institute. Mr. 
Fisher also gave his own opinion of several 
provisions in typical accountancy laws. 
His remarks are given in full elsewhere in 
this Bulletin. 

In the afternoon session, which opened 
at 2 p.m., a mock arbitration proceeding 
took place, in the presentation of which the 
American Arbitration Association codper- 
ated. This part of the programme aroused 
considerable interest, as well as amusement. 
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The case at issue was taken from the files 
of the American Arbitration Association, 
and both lawyers and accountants par- 
ticipated in the proceedings. The demon- 
stration showed convincingly the value of 
arbitral methods in solving commercial 
disputes. 

Leland R. Robinson, president of the 
Second International Securities Corporation 
of America, spoke on investment trusts. 

At the evening session, which began 
with dinner at 6.30 p.m., addresses were 
delivered by Isaac Bacharach, member of 
the legislature of New Jersey, and by the 
Hon. Walter D. Van Riper, judge of the 
court of common pleas of Essex county. 
Professor Roy B. Kester of Columbia 
University spoke on accountancy education. 

About 200 persons attended the meeting. 
Maurice E. Peloubet, president of the 
society, presided at all the sessions. 


New York State Society of Certified 
Public Accountants 


A regular monthly meeting of the New 
York State Society of Certified Public 
Accountants took place November 14th 
at the Waldorf-Astoria hotel, New York. 

C. Griswold Bourne delivered an address 
entitled, ‘“‘Problems connected with in- 
solvencies of brokers.’’ Andrew F. Gibson 
spoke on the listing of securities on stock 
exchanges and Frederick S. Todman spoke 
on ‘Presentation of stock-exchange ques- 
tionnaires to banks and clients.’’ A great 
deal of interest was shown in these papers. 
More than an hour and a half of discussion 
followed the addresses. 


Pennsylvania Institute of Certified 
Public Accountants 


PITTSBURGH CHAPTER 


A meeting of the Pittsburgh chapter of 
the Pennsylvania Institute of Certified 
Public Accountants was held on the evening 
of December 7th at the Hotel Henry and 
was preceded by a dinner. 

Frank Wilbur Main spoke on ‘Touring 
the Mississippi valley with Pittsburgh 
business men.”” Ernest Crowther gave an 
address on ‘“The soft coal situation,’ which 
was followed by discussion, led by George 
F. Herde. 
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South Carolina Association of Certified 
Public Accountants 


ACCOUNTANTS CLUB OF 
CHARLESTON 


A local chapter of the South Carolina 
Association of Certified Public Accountants, 
called the Accountants club of Charleston, 
had its first meeting October 24th at the 
Francis Marion hotel, Charleston. ‘This 
began a series of meetings to be held by 
the club, at which it is proposed to consider 
matters that may be of interest to the 
clients of members, and consequently to 
the business community of Charleston. 
It is planned to invite men of national 
reputation in the accountancy profession, 
as well as prominent business men, both 
from Charleston and from other cities, to 
attend and address these meetings. 


COLUMBIA CHAPTER 


A Columbia chapter of the South Carolina 
Association of Certified Public Accountants 
was organized November 20th at a meeting 
at the Jefferson hotel, Columbia. N. E. 
Derrick was elected president of the chapter 
and George M. Thayer, vice-president and 
secretary. All the members of the South 
Carolina Association resident in Columbia 
became members of the chapter. 

At the first meeting it was decided that 
the chapter shall meet on the evening of 
the second Monday of each month and all 
visiting accountants are invited to attend 
the meetings. 

At the second meeting, which was called 
for December 12th, the programme in- 
cluded an address by L. A. Searson on 
“Uniform accounting for counties.” 


Texas Society of Certified Public 
Accountants 


At a meeting of the Texas Society of 
Certified Public Accountants at Fort Worth, 
November 25th and 26th, the following 
officers were elected: President, B. S. 
Mothershead; vice-president, T. F. Ken- 
nedy; secretary-treasurer, H. G. Mayhew. 
Members of the executive board are J. R. 
Nelson and A. C. Upleger. 

This meeting was the largest in the 
history of the Texas Society, with the 
exception of one held several years ago in 
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conjunction with a regional meeting of the 
American Institute of Accountants. 

An increase in membership of approxi- 
mately 50 percent. wasreported. Attention 
was called to the fact that more members 
were admitted to the society during the 
past year than in any other three years 
of its existence. 

B. S. Mothershead acted as chairman of 
the meeting, and the accountants present 
were welcomed to Fort Worth by Mayor 
Thompson. A. C. Upleger, retiring presi- 
dent of the society, responded. Reports of 
officers and committees and the election 
of officers occupied the first session. 


Henry C. Burke, national director of the 
Wholesale Credit Men’s Association, de- 
livered an address entitled, ‘“The financial 
statement as a basis for credit.” The 
subject of the accountant’s responsibility 
in the verification of inventories was dis- 
cussed by J. A. Phillips. W. M. Aikman 
spoke on “Economic contributions of the 
certified public accountant.” 

At the banquet Loyd B. Smith gave an 
address on “Significant phases of modern 
accounting practice.”’ 

In a golf tournament which was a feature 
of the programme, A. C. Upleger and Ben 
M. Davis tied for first place. 


OBITUARY 


Amos Dawes Albee 


Amos Dawes Albee, a charter member of 
the American Institute of Accountants and 
a member of its predecessor, the American 
Association of Public Accountants, died 
November 25th at his home in Wollaston, 
Massachusetts. He was 81 years of age. 

Mr. Albee was a certified public account- 
ant of Massachusetts and Ohio, and a 
member of the firm, Amos D. Albee, Son & 
Co., Boston. He has been called the dean 
of Boston’s public accountants as he was 
one of the oldest practitioners in the city. 
He opened an office as a public accountant 
in 1885. 


James Newton Gunn 


James Newton Gunn, a member of the 
American Institute of Accountants since 
its inception in 1916, and before that time 
a member of the American Association of 
Public Accountants, died at his home in 


New York, November 26th. Mr. Gunn 


was a certified public accountant of Con- 
necticut. He was 60 years old. 

Mr. Gunn had not practised public 
accounting for many years, but had been 
prominent in industrial affairs, notably 


in the automobile industry. He had served 
as general manager of the Studebaker 
Corporation, vice-president and director of 
the United States Rubber Company and 
president of the United States Tire Com- 


pany. 
Charles D. Phelps 


Charles D. Phelps, a member of the 
American Institute of Accountants, died 
November 9th at his residence in Mon- 
clair, New Jersey. Mr. Phelps was for 
many years a member of the American 
Association of Public Accountants and 
became a member of the Institute when the 
reorganization occurred in 1916. He was 
a certified public accountant of New York. 

At the time of his death Mr. Phelps was 
not in active practice. 


George Raban 


George Raban, of Great Falls, Montana, 
member of the American Institute of Ac- 
countants, died November 25th. Mr. Ra- 
ban was a member of the American Asso- 
ciation of Public Accountants and in 1916 
became a charter member of the Institute. 
He was a certified public accountant of 
Montana. 


Arthur E. Andersen, Chicago, has been 
elected a member of the board of trustees 
of Northwestern University. His appoint- 
ment fills a vacancy created by the death 
of Elbert H. Gary. 


a 


Anson Herrick, San Francisco, spoke on 
“The revolution in accounting practices’’ 
at a meeting of the cashiers’ section of the 
San Francisco Stock and Bond Institute 
held November 22nd. 
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HERE AND THERE 


H. A. Higgins announces the opening of 
offices in the Rogers building, Jackson, 
Michigan. 
~ Horwath & Horwath announce the open- 


ing of an office in the Subway Terminal 
building, 417 South Hill street, Los Angeles. 


Koke & Co., Cleveland, announce the 
opening of an office in Washington, D. C., 
at 914 Southern building. 


Lamb & Decker, Cincinnati, announce 
the removal of their offices to rooms 1108 
and 1109 in the Chamber of Commerce 
building. 


Edward P. Moxey & Co. announce the 
removal of their offices to the Franklin 
Fourth Street National Bank building, 
1416-1418 Chestnut street, Philadelphia. 


H. A. Sayre & Co. announce the removal 
of their offices to suite 508, 134 North 
LaSalle street, Chicago, Illinois. 


Lawrence Scudder & Co. announce that 
Robert E. Payne has been admitted to 
general partnership in the firm. 


Announcement has been made of the 
consolidation of the practices of Wiegner, 
Rockey & Co. and of 1. Franklin Howard 
& Co., under the name of Wiegner, Rockey 
& Co., Drexel building, Philadelphia. 


George Wilkinson & Co. and Raymond 
G. Cranch announce the consolidation of 
their practices as a copartnership with 
offices at 1530 Chestnut street, Philadelphia. 


Wood & Patton announce the removal of 
their Elmira, N. Y., office to the Brownlow 
building. 


Robert M. Zeitlin and Herbert P. Brown 
announce the formation of the firm of 
Brown, Zeitlin & Co. with offices at 1205 
Lane Mortgage building, Los Angeles. 


The following paragraphs report activities 
of members and associates of the American 
Institute of Accountants: 


George P. Auld, New York, is the author 
of The Dawes Plan and the New Economics 
published November 4th by Doubleday, 
Page & Co. 


G. Russell Brown, Little Rock, spoke on 
“The permanent stock association,’’ No- 
vember 14th, at a meeting of the Arkansas 
State Building Association League. 


W. B. Castenholz, Chicago, has been 
appointed member of a committee on 
financial forecasts of the Illinois Manu- 
facturers Costs Association and chairman 
of the sub-committee on relation of budge- 
tary control to financial forecasts. 


G. T. Graham, Oshkosh, Wisconsin, has 
been appointed general chairman of the 
membership committee of the Central 
Wisconsin Association of Credit Men. 


The Jackson, Michigan, Tribune for 
November 7th and 17th contained articles 
by H. A. Higgins of that city on “Cogent 


- reasons for reduction of corporations’ in- 


come taxes’ and ‘“‘Operation of commission 
government,” respectively. 


George E. Hutchison, Chicago, delivered 
an address before the Beverly Business 
Men’s Association, November 28th, on 
“The business man should keep records.” 


John T. Madden, New York, addressed 
the New York Electrical League at a meet- 
ing held November 23rd at the Hotel Astor 
on ‘Thanksgiving day reflections.”’ 


W. Clement Moore, Philadelphia, dis- 
cussed “Executive control through cost 
analysis’ at a meeting of the Metropolitan 
Paper Box Manufacturers Association in 
New York, November 16th. Articles by 
Mr. Moore entitled, ‘“Why cost study pays” 
and ‘‘Are you making a fair margin of 
profit?” appeared in the November issues 
of the Nattonal Retail Lumber Dealer and 
the American Lumberman, respectively. 


W. A. Musgrave, Hartford, Connecticut, 
has been assisting the Norwich, Connecti- 
cut, chamber of commerce in revising its 
accounting system. 


William P. Quinn, Los Angeles, addressed 
the bi-monthly meeting of the Los Angeles 
Retail Controllers in November on “De- 
preciation.” 


Ernest E. Wooden, Baltimore, has been 
elected president of the Parent-Teacher 
Associations of Baltimore county. 
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